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CONFIDENTIAL STATE 136889 

E.O. LI652: GDS 

TAGS: EAID, CB, EFIN 

SUBJ: EXCHANGE RATES 

REFS: A. PHNOM PENH 6960 B. PHNOM PENH 7009 

1. SUGGEST FOR YOUR AND IMF'S CONSIDERATION MELD OF SOK 
CHHONG’S TWO ALTERNATIVES (REF A). IN VIEW OF CONSIDERABLE 
PERIOD (OVER FOUR MONTHS) SINCE OFFICIAL RATE HAS MOVED AND 
OF SUBSTANTIAL PRICE INFLATION DURING THAT PERIOD, WE THINK 
THERE PROBABLY IS NEED FOR "BIG JUMP"' TO GET RATE TO 
REALISTIC LEVEL, POSSIBLY AROUND 300 RIELS. 

2. DISAGREE, HOWEVER, WITH SOK CHHONG'S NOTION THAT RATE 
SHOULD THEN BE FIXED FOR SEVERAL MONTHS. RATHER, WE THINK 
RATE SHOULD THEN CONTINUE WITH GRADUAL INCREASES, AS 
ORIGINALLY ANTICIPATED IN ESTABLISHING RATE MECHANISM. 

IF IMPORTERS AWARE THAT RATE WILL CONTINUE TO REFLECT 
SUPPLY/DEMAND FACTORS, THERE SHOULD BE MINIMAL SPECULA- 
TION. ROGERS 
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